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In recent years, many new brands of cigarettes have been
introduced in the Hong Kong market. most of them failed.
But at the same time, the total domestic demand for cigarettes
shows a steady increase in volume. The "per adult" consumption
of cigarettes also increases steadily through these years. So
many failures suggest that the manufacturers do not pay enough
attention to product research and development. The purpose of
the paper is to apply that concept to the industry in Hong Kong.
After discussing the theories involved in product research and
development, I take the cigarette industry as an example to indi-
cate the importance of product research and development in the
success of a new product. The discussion in this paper is
limited to the marketing phase. That phase is of considerable
importance in its own right.
I had worked for the British-American Tobacco Company (H.IK.)
Ltd. for three months in the sumer of 1967. I obtained much
data from the company with permission. Other data was obtained
through personal interviews with other manufacturers, importers,
retailers, and consumers.
I appreciate very much the help given me by Mr. Allen Leung,
2the Product Research and Development Manager of the British-
American Tobacco Company, and by Mr. West, the manager of
Survey Research Hong Kong.
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1Chapter I
INTRODUCTION
The consumers in Hong Kong typically have a variety of
products from which to choose. Individual firms, to survive,
must produce products which meet the needs of the consumers.
The sensitivity of consumers to product features requires
manufacturers to constantly make product changes. Some firms
introduce new models every year while others make product
changes as soon as manufacturing conditions permit. Some
manufacturers have discovered that a change in package alone
can sometimes swing the market to their product, and many
others have found that the right price policy can get a
profitable share of the market. Product research and develop-
ment plays a very important part to the success of manufacturers.
We will find that it is right if we take a look on the cigarette
industry in Hong Kong.
Up to the time of writing, there are six tobacco manufactur-
ing firms in Hong Kong. Two of them specialize in cigar
manufacturing. These two manufacturers operate on a very small
scale, probably employing 20 to 30 workers each; one is so small
that it is not registered in the Labour Department. The other
four tobacco manufacturers operate.on a relatively larger scale
and their output consists mainly of cigarettes. Smoking tobacco
2and small cigars are produced only in small quantities because the
market for them is limited. Of the four cigarette manufacturers,
three are larger and have a labour complement of 450 to 550 each.
The remaining one is smaller and the labour employment of each
varies between 100 to 200 workers. The number of factories and
employment in the tobacco industry are shown in Table 1.
Two of the local cigarette manufacturing firms were established
in Hong Kong before the Second World. War, while the others were
organized after it. According to the Government Statistics, about
80% of the local cigarettes are produced by the three largest
manufacturers. Production figures for cigarettes have been avail-
able only since 1958. This is shown in Table 2. The number of
brands produced by the local manufacturers is about 50. Table 3
shows the names of cigarette manufacturers engaged in Hong Kong
and the leading brands which. they produce.
Table 1. No. of Factories & Employment in the
Tobacco Indus try in Hong Kong






















Source: Commissioner of Labour, Annual Department Report, 1967.










Source: Commerce & Industry Department, H.K.
Note: One Mille is one thousand pieces.
4Cigarette Manufacturers and Importers in H.K.Table 3.
and the Leading Brands they Produced, Jan. 1968.
Leading Brands ProducedManufacturers
Bristol, Marvels, Capstan.British-American Tobacco(1)
Co. (H.K.) Ltd.
General, Snowman, Hunt,P. Lorillard & Co. (H.K.)(2)
World.Ltd.
Good Companion, Million,Hong Kong Tobacco Co(3)
Full House, Union.
Globe, First Prize.Nam Yan Tobacco Co.(4)
Leading Brands ImportedImporters
Viceroy, 555, ChesterfieldBritish-American Tobacco(1)
Pall Mall, Lucky Strike.Co. (H.K.) Ltd.
Winston, Salem, Camel.Muller & Phitts(2)
Double HappinessChina Limited(3)
Kent(4) P. Lorillard & Co. (H.K.)
Ltd.
Abdulla No. 7Ghoy Bros. Co.(5)
Craven 'A'Carreras Ltd.(6)
RothmansRothmans of Pall Mall(7)
Extort Ltd.
5There are over 140 different packs of cigarettes available in
the market (including those different sizes made with the same
brand name for example, the brand "Winston" has super king size,
king size and regular size). They can be classified as follows:
(1) Locally made or imported
(2) Plain or filter
(3) English type or American type (through the process
of flatting and adding some special flavour).
(4) Super king size (100 man), king size (80 mm), or
regular size (70 mm).
Prices of cigarettes in Hong Kong have been fairly stable.
From 1950 to 1966, prices have only been increased twice, i.e. in
1960 and 1966 (Table 4). In both cases, the increase of price is
about 10% for imported as well as locally manufactured cigarettes.
In 1960, the duty on unmanufactured tobacco was increased by about
50%, and that on imported tobacco products by about 36% (Table 5).
This led to a 10% rise in prices of tobacco products, that is, an
increase of H.K. $0.10 per pack of twenty cigarettes. In 1964,
tobacco duty was raised again. This increase was about 4% on
unmanufactured tobacco and about 10% on imported cigarettes. This
small increase in duty was absorbed by the tobacco companies with-
out any increase in prices. A further increase in tobacco duty
occurred in 1966. This increase was about 40% for unmanufactured
tobacco and about 30% for imported cigarettes. This led to a
further increase of about 10% in the prices of cigarettes. Since
prices of cigarettes increased by a smaller percentage than increases
in tobacco duty, the share of duty in the prices of cigarettes also
6increased. Thus, for locally manufactured cigarettes, about 26%
of the price was absorbed as government revenue before 1960, but
this percentage was raised to 37 in 1960, 39 in 1964 and 48 in
1966. For imported cigarettes, the share of price absorbed by
government revenue was about 23% before 1960, 28% in 1960, 31% in





Brands in the $0.60 to $0.80 range are those made locally,
e.g. Bristol, Million, Good Companion, General, etc. Brands in
the $1.20 to $1.30 range are imported king size cigarettes, e.g.
Viceroy, Winston, 555, Salem, etc. Brands in $1_.40 to $1.50
range are imported super king size cigarettes, e.g. Du Maurier,
Philip Morris, Winston, etc. (Table 4). The first one is usually
called the "low-class" cigarette the latter two are "high-class"
cigarettes.
So much for the talking of cigarette market in Hong Kong.
Let us now turn to study the demand for cigarette which is
related to our topic of 'Product Research and Development, with
Application to Cigarettes in Hong Kong'.
Cigarette consumption is of significant importance in Hong
Kong. According to a survey of household expenditure carried
out by the Commerce and Industry Department during 1963/64, about
7Table 4
Prices of Cigarettes (U.K.)
Prices of Locally Manufactured Cigarettes





















Prices of cigarettes are given in H.K. dollars per pack
of twenty pieces.
1 These three brands of cigarettes were introduced during
the period of 1967-68.
8Prices of Imported Cigarettes:-

















Source: Cost of Living Survey 1958-63/64, Coerce & Industry
Deartment. and interviews with tobacco manufacturers.
TABLE 5: DUTY RATES ON TOBACCO (HK$ PER LB)
195n-1959 1960-1963 1964-Feb. 1966 Since Feb. 1966.
UNMANFACTURED TOBACCO:
Unstripped Tobacco Containing
(A) 10% or more of moisture by weight:




(B) Less than 10% of moisture by. weight:
5.735.735.483.58Tobacco of Commonwealth origin
8.036.035.783.78Other Tobacco
Stripped Tobacco Containing
(A) 10% or more of moisture by weight:
7.855.855.603.70Tobacco of Comonwealth origin
8.156.155.903.90Other Tobacco
(B) Less than 10% of moisture by weight:
8.006.005.753.85Tobacco of Commonwealth origin
8.306.306.054.05Other Tobacco
MANUFACTURED TOBACCO:
8.756.756.504.50Cigars: of Commonwealth origin and manufacture
9.507.507.255.25of Commonwealth manufacture only
11.259.259.007.00other Cigars
9.407.406.604.70Cigarettes: of Commonwealth origin and manufacture
7.20 10.008.005.30of Commonwealth manufacture only
10.908.908.106.00other Cigarettes
10
Other manufactured Tobacco including Snuff and Cigar cuttings:
Of Commonwealth origin and manufacturE 3.30 5.20 5.45 7.45
Of Commonwealth manufacture only 3.90 5.80 6.05 8.05
Chinese prepared Tobacco 2.503.00 4.90 2.50
Other varieties 4.80 6.70 6.95 8.95
Sources: Commerce, Industry and Finance Directory, Hong Kong. Wah Kiu Yat Po, 10th March, 1966.
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2.4% of average household expenditure is spent on tobacco and
cigarettes.1 The "per adult" consumption of cigarettes is very
high in Hong Kong as compared with other leading cigarette
consumption countries in the world (Table 6). In 1959, the
cigarette consumption per adult is 2,683 pieces with the third
ranking in the list. Also, the per adult consumption of
cigarettes is steadily increasing each year, with an exception
in 1963 to 1964 when the Hong Kong Government increased duty on
tobacco products (Table 7). Domestic demand for locally
manufactured and imported cigarettes is shown in Table 8. Both
the locally manufactured and the imported cigarettes increased
steadily each year (also with the exception of duty raising in
the year 1963/64); but the rate, of increasing is different.
The consumption rate of imported cigarettes increases much faster
than the locally manufactured cigarettes. As a result, the
imported cigarettes get off the market share from the locally made
cigarettes. The consumption of imported cigarettes as a
percentage of total consumption is increasing each year and is
on an upward trend.
Because of the increasing demand for cigarettes to the total
consunmtion, local manufacturers are busily engaged in developing
new brands of cigarette in order to get their market shares.
I
Commerce and Industry Department, The Household Expenditure Survey
1963/64 and the Consumer Price Index, P. 39.
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In the year of 1967, 15 brands of cigarettes were introduced to
the market. But no matter whether they are new brands of
cigarettes or changes in packages and designs, only one or two
of them can succeed. So many failures suggest that attention
is not paid by the manufacturers to product research and
development. In the next chapter, the concept of product
research and development is introduced. Then in chapter III
IV, a good procedure of product research and development is
discussed. A survey is conducted in chapter V to investigate
the failure of a new brand of cigarette and its relationship
with product research and development. In the final chapter,
conclusion and a proposed summary are made.
13
Table 6
Cigarette Consumption in Leading Countries, 1959
Cigarette Consumption per AdultCount.

















Sourced Adapted from "Supply and Demand of Tobacco:
Past Trends and Projection". by Mr. Ho Chun
Yuen, Economic Research Centre, the Chinese
University of Hong Kong, June, 1967.
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Table 7
Consumption of Cigarettes in Hong Kong per Adult










Source: Statistical Planning and Census Department
Department of Commerce and Industry
Hong Kong Annual Reports.
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Table 8
Domestic Demand for All Cigarettes (thousand pounds)
Consumption ofLocally
Imported CigarettesImportedManufactured









Source: Adapted from Hongkong Trade Statistics, 1958-65.
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Chapter II
PRODUCT RESEARCH AND DEVELOPMENT IN GENERAL
This chapter deals with the concept of product research and
development. First, we give the definition of product and
development. Second, we point out the importance of product
research and development to the manufacturers. Finally, the
reasons for development of cigarettes and the problems of product
research and development in Hongkong are discussed.
1. Definition of Product Research Development
Product Research and Development can play an important role
in guiding the manufacturers to meet the needs and wants of
consumers. The Definition Committee of, the American Marketing
Association defines the term, product development, as "the planning
and supervision involved in marketing the particular merchandise
or service at the places, times, and prices and in the quantities
which will best serve to realize the marketing objectives of the
business."1 Another definition is as follows: Product Development
also known as Merchandising, refers to the activities of manufact-
urers and middlemen which are assigned to adjust the merchandise
produced or offered for sale to consumer demand.2
1 R.S. Alexander, Marketing Definitions (Chicago: American
Marketing Association, 1960) P. 17.
2 C.F. Phillips and D.J. Duncan, Marketing Principles and Methods
(Richard D. Irwin, Inc., 1965) P. 568.
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Regardless of precise definition, the basic task of product
research and development is improvement. This improvement may
take the form of a better quality of product, more attractive
packaging, elimination of products with which users have found
fault, or addition of new products to supplement existing lines.
Representatives of the manufacturer may be in close touch with
consumers, retailers and wholesalers to determine the reaction
to the products produced. Competitors' products may be studied
continuously. In short, the job of product research and
development is to constantly improve the company's present
products and to create new products to supplement its existing
lines in order to obtain the most favorable response.
18
2. Importance of Product Research and Development
As indicated earlier, manufacturers should. develop new
products in order to meet the changing needs of their consumers.
But actually in the market, most new products are failures.
the actual introduction of new products has been characterized
by many more failures than successes. At least 80 per cent of
new products introduced to the market fail to "make the grade".
Especially high is the failure rate for products which require
extreme changes in user habits and user ways of looking at
familiar tasks.l Lippincott Margulies, a New York industrial
design concern, says its research indicates that 23 out of every
26 new products fail. McCann-Erickson, Inc., a large advertis-
ing agency in New York, reports that only one of every 25 new
.test-marketed actually succeeds. 2 This sobering fact should
awaken an executive to the need for understanding the nature
of his products and the importance of a careful program for
planning and developing them.3 The high failure rate among new
products centres around one or more of the reasons:
(1) failure to test the product and the market,
(2) the use of unreliable tests,
(3) ineffective marketing efforts for some new products,
1 C.R. Watson, "What is new about a new product" Journal of
Marketing, Vol. XXV, No. 1 (July, 1960), P. 53.
2 Wall Street Journal, April 1961, P. 20.
3 William J. Stanton, Fundamentals of Marketing,
(University of Colorado, 1964), P. 173.
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(4) the speed with which competing firms "match" any new
item placed on the market.
(s) ineffective procedures for product development. 1
Manufacturers should devote considerable attention to the
development of new products. The importance of product develop,
ment can be seen by the following paragraphs.
1. Justification of a firm's existence-, The basic
justification of a firm's existence is its ability to serve and
satisfy its customers. The products the. firm produces are the
medium through which the firm meets this basic responsibility.
A firm, without the ability to satisfy its customers, will be
shut down under the competitive forces in the socio-economic
system of our society.
2. Product is the basic profit determinant: A company
cannot sell a poor product successfully in the long run. To
succeed in the market, the company should have a kit of tools --
its product, distribution channels,, pricing system, and the
promotional programs. Among all, the product is paramount.
A poor product may get initial sales easily, but it cannot get
repeated sales which is the basic survival factor of a firm's
continuation.
New product planning is essential for sustaining a
comapny's expected rate of profit. Figure 1 illustrates a
typical relationship between the sales-volume curve and the
1 Some of these factors are discussed in Phillips & Duncan,
Marketing Principles and Methods, 1965 edition, P. 573.
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profit-margin curve through the life cycle of new products.1
The profit curve starts to decline while the sales volume curve
is still ascending. Often, the sales curve has been the basic
for marketing planning. The action of the profit curve,
however, suggests that the management should gear its product
strategy to this curve rather than to the sales curve. Studies
of the life cycle of numerous products show that eventually
every product is either replaced by a new one or else degenerates
into profitless price competition. Consequently, new product:
development is basic to the continuity of profits.
3. New products are essential to growth: Because it is
its purpose to attract customer, any business enterprise has two,
and only these two, basic functions: marketing and innovation. 2
Growth industries are nets-product oriented. Companies spending
the most for new product development have enjoyed the greatest
rate of growth.3
1 Developed by Booz, Allen, and Hamilton Inc., a well-known
management consulting firm, U.S.A. See W. J. Stanton's
Fundamentals of Marketing. P. 175
2 Peter Drucker, The Practice of Management, Harper & Row
Publishers, Inc., 1954. P. 37.
3 W.J. Stanton, Fundamentals of Marketing. P. 177
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sales Volume Curve
New Product'sProfit Margin Curve
Profit Margin Curve
Introduction Growth Maturity Saturation Decline
Figure 1. Sales volume curve and profit margin curve in relation
to a product's life cycle.
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4. Increased consumer selectivity: As the years go by,
consumers seem to become more selective in their choice of
products, more critical in their appraisal of a product, more
aware of quality differentials, and more responsive to improved
packaging and labeling. This rising standard of consumer
behaviour puts pressure on firms to pay more attention to
product development and research.
23
3. Reasons for Development of Cigarettes in H.K.
There are at least 140 different packs of cigarettes in
the Hongkong market. Cigarette smokers have a wide range of
choice. Since smoke habits are always shifting, a manufacturer
must continuously adapt his product to meet these changes. In
1967, at least 15 brands of cigarettes entered the market.
Reasons for so many cigarettes introduced into the market can
be summarized in the following points:-
(1) Shifts in consumers' preferences and requirements.
The cigarette market in Hong Kong is highly dynamic and keenly
competitive. Continuous development of new brands is essential
in meeting the constantly changing characteristics of smokers.
(2) Increasing amount of cigarette smoking. As we
discussed in Chapter I, the amount of cigarette smoking is
increasing in Hong Kona. As an example, a three-month's survey
in the factory buildings scattered around Hong Kong found that
nearly 95 percent of the male workers smoke cigarettes.' Also,
there is a tendency for the young men to smoke because they
think that smoking represents maturity.
(3) Desire to maintain or improve one's competitive
position. In Hong Kong, there are four cigarette manufacturers:-
British-American Tobacco Co., P. Lorillard Tobacco Co., Hong Kong
Tobacco Co., and Nam Yan Tobacco Co. Product development helps
1 A research result of the Product Research & Development
Department, the British-American Tobacco Co. (H .K.) Ltd.,
August, 1967.
24
them to maintain or improve their competitive position. The
British-American Tobacco Co., for example, spends a lot of
money each year in product development and research in order
to develop products to fight against its competitors.
(4) Desire for leadership and prestige. One reason of
considerable importance is the desire for leadership and
prestige. Rather than to follow the market, they wish to
develop products to meet the future want of the consumers and
to be the leader of the market. For example, a few years ago,
the product research and development department of British-
American Tobacco Company anticipated that there would be a
market for the super king-size cigarettes (100 M.M.) in Hong
Kong. As a result, the company introduced a super king-size
brand of cigarette (Du Maurier) first in the market. It is now
in the leading position in the class of super king-size
cigarettes.
25
4. Problems of Product Research and Development in Hongkong
Product research and development is very new in Hong Kong,
particularly in the field of cigarettes. In Hong Kong only one
of the four cigarettes manufacturers has a product research and
development department. Apparently there are many difficulties
in the way of product .research and development in Hong Kong.
(1) The problem of research executives: Amongst the reasons
for this fact, ignorance of this field of study by most business-
men and lack of fully qualified researchers in Hong Kong are the
most important. However, the two Universities in Hong Kong and
the responsible bodies such as the Hong Kong Management Associa-
tion, or the Productivity Centre are expected to put this right.
(2) The strength of brand image: Brand images are very
strong in the minds of the smokers in Hong Kong. They seldom
switch to other brands. It takes a long time and a lot of
advertising for a new brand to succeed, even though it has a good
plan of product development. Accordingly some manufacturers
doubt the value of product research and development.
(3) The cost-of research and development: Many stages are
involved in product research and development. The cost is so
large that the small companies feel they cannot afford it.
(4) The efforts of the competitors: Another problem
involved in product research and development is the studies of
the competitors. All the cigarette manufacturers in Hong Kong
26
treat their product planning programs as comercial secrets
and no one, except one or two chief executives of the company,
knows which product will be introduced to the market. Also,
there are firms that like to imitate the successful brands in
packaging, for example, the brand "World" imitates the brand
"Viceroy", and the brand "Flamingo" imitates the brand "Camel".
Chapter III
PROCEDURES FOR PRODUCT DEVELOPMENT OF
CIGARETTES IN HONG KONG
Effective product development is based upon systematic planning,
skillful execution of plan, and careful follow-up. To this end, it
is essential for the manufacturers to establish adequate procedures
for product development. Boyd & Westfall indicate that the process
of developing a new product can be organized into six steps as
follows:
1. Selecting the product field,
2. Selecting the specific product,
3. Designing the product,
4. Testing new product features,
S. Sales tests,
6. Continuous product research.1
Philips Duncan suggest that the new-product procedures may
consist of six stages.
1. Exploration - the search for product ideas to meet company
objectives.
2. Screening - a quick analysis to determine which ideas are
pertinent and should be given careful
investigation.
3. Bus ines s analysis - the expansion of the ideas. through
creative analysis, into a concrete business
recommendation including product features
and a program.
1. Harper W. Boyd & Ralph Westfall., Marketing Research, Text and
Caes, Revised edition, P. 677-689.
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4. Development- turning the idea- on- paper into a
product-in-hand, producible and
demonstrable.
S. Testing- the commercial experiments necessary to
verify earlier business judgments.
6. Commercialization- launching the product in full-
scale production and sale, committing
the company's reputation and resources.1
However, the procedures for product development vary from
firm to firm, depending on the particular firm's requirements,
its position in the industry, and the progressiveness of its
management. In the development of a cigarette, the following
procedures are employed by the local manufacturers in Hong Kong,
directly and indirectly.
1. Initial inquiry of the market,
2. Consumer habit survey- consumer research,
3. Product testing,
4. Launching the product,
S. Study of the product after launc, ping,
6. Continuous checking on the product- retail audit
research..
We will discuss each of these steps in the following pages.
1 Phillips & Duncan, Marketing Principle and Methods, 5th edition,
P. 592, and George Schwartz, Science in Marketing, P. 167.
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1. Initial Inquiry of The Market
This step is of significant importance to the manufacturers
who are new comers of the market. The purpose of the initial
inquiry is to have an overall view of the market. How many
manufacturers and importers are engaged in the trade? Vihat
price range exists? What types of cigarettes are available in
the market? How big is consumption of cigarettes annually?
These kinds of questions should be asked before a manufacturer
goes into other steps. In chapter I, we have discussed these
kinds of questions. I think they are helpful to the manufact-
urers who know nothing about the market. It does not mean that
manufacturers who are already in the market need not pay attention
to this step. They also should continously make investigation
on these kinds of questions. Competition is keen in the cigarette
market in Hong Kong. Inquiry of the market is always the most
important and fundamental word to all manufacturers.
30
2. Consumer Habit Survey
After studying the market structure, the next thing is to
get ideas for a new product. New product ideas originate from
many different sources. They can come from internal sources,
such as the company's research department, management, salesmen,
or other employees. They can also.come from external sources,
such as the retailers, Wholesalers, independent inventors, outside
consultants, or consumers. Amongst these sources, consumer's.
ideas are the most important, especially in the case of consumption
goods, such as cigarettes. As Peter Hilton said,
"An old idea- that the customer is king- is getting the
big play today, under the concept of 'total marketing'.
This notion is not limited to testing your own ideas on
potential users before going to the market- although
even that would represent major progress for many
companies. The most fruitful use of this concept has
been made by those firms that constantly and systematic-
ally turn to their users as the main sources of new
product ideas. In other words, they tap the creative
thinking of their customers- and in that way, are able
to get ahead of their customers' needs and beat their
competitors to the punch."1
The best way to get the customer's views are through direct
1 Peter Hilton, Handbook of New Product Developmment, Prentice-
Hall Inc., Englewood Cliffs, N.J., 1967, P. 9.
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contacts- the consumer- habit survey. Appendix I is an example
of questions asked in this kind of survey. The survey was
conducted by a marketing research firm for a local manufacturer.
The firm conducted the consumer habit survey by the "quota
control" sampling method. It divided Hong Kong into three areas
(Hong Kong Island, Kowloon, and the New Territory) and drew samples
from each area according to the quotas such as the proportion of
the population in each area, income level, race, sex, age, and
occupation, as suggested by the questionnaire.
The purpose of this kind of survey is to get the following
information:-
1. Type of cigarettes smoked and brand names,
2. Names of other brands smoked occasionally,
3. Length of time since smoking a given brand,
4. Previous type of cigarette smoked and brand name,
5. Reasons for switching,
6. Frequency of purchase,
7. Awareness of cigarette types and brands,
8. Attitudes towards different kinds of brands,
9. Price preferred,
10. Package preferred,
11. Awareness of advertising and in what media,
12. Recall of advertising message and visual,
13. Frequency of going to cinema,
14. When TV is viewed and what progra.mes,
15. When radio is listened to,
16. Newspapers and magazines read,
17. Age, area, education and socio-economic group to which
the interviewee belongs.
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With the information listed above, the manufacturer will have
a better idea of what sector of the market is most vulnerable,
what type of cigarette would have a better chance of success, who
will be his potential customers, what price range should he go
into, what would be his advertising claim for the product, how




The survey described above at best secured from the consumer a
verbal expression. of his off-hand opinion. Consumers may think
that they like something and many say that they would buy it, but
this may be unrealistic. A person may declare that he approves
of some change in the package or quality of a brand of cigarette,
yet, if such a kind of cigarette were launched, he may let his
conservative tastes prevail and buy other brands. So, more
valid judgment may be possible if the consumer is given an
adequate opportunity to use the product and thus to know how he
llikes its qualities. This is so-called 'product testing.1
This method is best employed with products that are used
and bought again frequently, such as cigarettes, food and
cosmetics. The results of a proper use-test have a high degree
of realism and validity; hence, this has become a favourite
technique of product research.
This test will not be valid, of course, unless carried
out with sufficient precautions and controls. The test period
ought to be long enough so that one does not get initial impression
instead of longer-run acceptance or rejection by the consumer.
The consumer should also have a 'control' product to try as a
basis of comparison this ought to be selected with relation to
what the manufacturer is trying to test (comparison with a different
formula or design, or with a competitor's product). It is also
1 D.J. Luck, H.g. Wales, and H.A. Taylor, Marketing Research
second edition, Prentice-Hall Inc., 1961, P.382.
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necessary to avoid anything in the test units of the products
or in the conduct of the interviews that may bias the consumer
toward either brand.
In the case of cigarette testing, a number of alternatives
within the same type can be successful. Therefore, a number of
alternative products are designed so as to test the new product
features. A local manufacturer conducts the product testing
internally and externally. "Internal testing" is conducted
within the factory by the manufacturer's own employers. The
purpose of the internal testing is to eliminate the obviously
unsuitable ones among all the alternatives and retain the
possible ones for external testing. "External testing" is
conducted by the would-be consumers in the market through
consumer comparison tests. Each of the remaining possible
ones is compared with the most successful competitive product
among consumers of the potential market. For this purpose,
the manufacturer may buy a certain quantity of a competitive
brand of cigarettes as 'control brand' and put this control
brand of cigarette and his own cigarette samples into some
common packs which have no brand names and labels. The would-be
consumers are asked to try out one of the samples and the
competitive product at the same time. During the call-back
visit, the respondents' preferences are recorded. Their
comments., whether they are favourable or unfavourable, are also
gathered. After a series of such tests, the manufacturer is
able to produce a cigarette that is presumably preferred to the
competitive product by the majority of potential customers. This
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one is the product that is going to be launched.
Exhibit 1 is a questionnaire for pair-comparison test of
cigarettes set by a local manufacturer in Hongkong. The method
of selecting the most preferred brand of cigarette is shown in
Table 5 and Table 6. Each factor in the questionnaire is given
scores calculated by weighing. "Much better" is given a weight
of 2 and "slightly better" of 1. Each sample is compared with
the 'control' brand. The one which gets the highest score is
chosen. In Table 10, the control brand beats sample B by score
351 to 317. In Table 9, Sample A beats the control brand by
score 339 to 327. Obviously, Sample A is chosen as the brand
to be launched.
The samples drawn for product testing are according to the
target set by the manufacturer. If the manufacturer is develop-
ing a high-priced cigarette, the samples should be drawn from the
managerial and white-collar classes. On the contrary, if he is
developing a low-priced cigarette, he should draw samples from
the manual workers in the factory. In the year of 1967, a local
manufacturer wanted to develop a low-priced cigarette in order to
get some share of the market from the already existing competitive
brands. After the consumer habit survey and knowing the right
type of product, he designed three alternatives within the some
type and had them tried out by the manual workers who are the
usual smokers of the low-priced cigarettes. A sample of smokers
was drawn in proportion to the most successful brands of cigarette
in the market. If the market has four successful brands of low-
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Brand DBrand CBrand A Brand B
40% 30% 20% 10%
then, the sample drawn consists entirely of low-priced cigarette
smokers with 40% from Brand A, 30% from Brand B. 20% from Brand C,
and 10% from Brand. D.
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4. Launching the Product
After testing the various product features, the product is
chosen and introduced to the market. However, launching a new
product requires a successful advertising plan, especially in
the cigarette market where price competition and clear-cut diff-
erences in quality are often hard to establish.
The cigarette market in Hong Kong is highly competitive.
Heavy advertising outlays are essential in the period j us t
prior to, during, and imtnediately after the launching of the
product so as to get it off the ground. The cost of introducing
a new brand of cigarette to the Hong Kong market is estimated at
$3000,000. The advertising campaign must be carefully balanced.
It must take into account not only the allocation-of funds among
different advertising media, but the degree of emphasis to be
placed on advertising media versus promotional activities such as
sampling, premiums, two-for-one offerings, and the like.
.Developing a successful advertising plan requires many
techniques. Here are some considerations:-
(1) Finding the right theme: The most fruitful advertising
theme may come from the preliminary screening process, such as
the consumer-habit survey and the testing of product features.
For example, a cigarette manufacturer may offer five samples to
the potential consumers and ask for comments on the product.
Then, the most frequently favourable comments could be chosen as
the advertising theme.
41
(2) Picking the major promotional tactics. Together with
the major advertising theme, any new product introduction requires
added incentives to buy to reinforce the main benefit you are
offering. In effect, the promotional tactics are an added device
to get the consumer to buy your product. In the introduction of
new brands of cigarettes in Hongkong, manufacturers use the tactics
of free samples, free trials and two-for-one coupon offering.
(3) Choosing the right advertising media. The preliminary
market surveys of your potential customers would be a prime guide
in choosing the right media of your advertising theme. In the
early market survey, it is essential to find out the media read
or seen by the specific group of customers you are trying to
reach with these products. What is more, you want to find out
which of these media they rely on for information about this kind
of product. The customers may read several magazines, several
newspapers,, see all kinds of. TV programs. But it is important
to determine which of these media are relied on in choosing
particular products, and what is the right combination of magazines,
newspapers, outdoor billboards, train or bus advertising, radio,
television, in achieving the strongest impact for the advertising
message.
Proper timing is of the utmost importance in every stage
leading to the introduction of a new product.' Managerial decisions
involving time generally start with a determination of when to
offer the product for sale. However, the physical distribution
of the product must be dovetailed in the promotional program so
that supplies will be on hand when advertising is released and
the personal salesmen start selling.
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. 5. Study of the Product after Launching
After the launch of the new product, the manufacturer
should conduct a post-launch study so as to improve the features
of the product. In this study, users of the product are inter-
viewed. The. selection of these users is according to the age,
education, and socio-economic profiles established in the previous
consumer habits survey. This "post-launch" study should
investigate the following information:-
(1) The proportion of potential consumers who are aware
of the existence of the brand,
(2). The proportion who have bought the brand,
(3) The proportion who- are using the brand as their most
frequent brand,
(4) From what competitive brands triers and users come,
(5) The number of units bought so far,
(6) Comments on the product and package,
(7) Attitudes towards the new product and image the
product has amongst consumers and potential consumers,
(8) Advertising exposure and recall of message and visual.
The purpose of this "post-launch" study is that any undesirable
characteristics of the product, packaging or advertising claim can
be quickly spotted and rectified. Where the product is particularly
weak in certain areas, the sales managers in charge of those areas
can be alerted. Effects of special promotional schemes for the
brand can also be assessed.
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6. Continuous Check on The Product -- Retail Audit Research.
The retail audit is carried out amongst retailers by auditing
(or accounting) procedures. The procedure does not involve
questioning people, noredoes it rely on memory. Indeed, the
retailers themselves are scarely involved in the operation; all
that is required is their co-operation in allowing the audit to
be carried out. Usually, those shops who give their co-operation
get some money gifts from the auditor. The audit procedure
involves the counting of stocks in shops at two consecutive visits,
and the inspection of invoices (or delivery notes) for goods
delivered during the period between visits. Stocks of the
product are accurately counted at both visits, and if the data
on deliveries are accurately extracted from the relevant records,
then, the sales of any product can be determined as follows:-
First stock+ Deliveries between visits-Second stock
= Sales.
A form for retail audit of cigarettes is shown in Exhibit 2.
If the selected samples are representative, then the total sales
of each brand can be estimated from the audit procedure.
The "retail audit" is a good marketing tool for continuous
check on the new product. With retail audit, the manufacturer
knows the sales and trends of his own brands and his competitive
1 For more detailed techniques of retail audit research, see
Retail Audit by J.E. Fothergill, the British Market Research
Bureau Ltd., November, 1960.
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Exhibit 2










(7)+ (5)+ (6)= (8)
SALES (1)+ (4)- (8)
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brands. The market shares of his brand is also known.
Retail audit is used not only to estimate sales and market
share, but also to obtain the following information:-
(1) Distribution. The proportion of shops which are in
stock at the time of each audit. This
information may be broken down by types of
outlets.
(2) Consumer purchases (or shop sales). It is the sales
over-the-counter between audits. Each pack
size of each brand can be treated separately,
and an individual figure for sales can be
calculated for each brand.
(3) Shops (or Retailer) purchases. The purchases made by
retailers during the period between audits.
This information may be analysed by the manufact-
urer as 'direct' (which is from the manufacturer)
and 'indirect' (which is from the wholesalers).
(4) Stock, that is, the actual physical level of stocks
as found at each audit. The relationship
between stocks and consumer purchases can also
be calculated. It is known as the 'stock
coverage'. The manufacturer can use it to
measure the period of time which current stock
would last at the current rate of sales.' This
can help the management to ascertain the levels
of distribution of stocks.
Quota sampling method is also employed by the local manufacturer'
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in recruiting the panel for retail audit. He uses the following
quota controls:-
(1) Areas- Hong Kong Island, Kowloon, and the New
Territory.
(2) Type of outlets - groceries, stores, retailers,
hotels, restaurants, ......... etc.
(3) Shop size - on the basis of 'sales turnover' of
each shop, or on the basis of 'number of
persons engaged' in each shop.
The method ensures that the final sample conforms in certain
known aspects to those of the universe, but the actual choice of
shop within any one quota control group is left to the individual
person recruiting the shops.
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Chapter IV
EVALUATION OF THE PROCEDURE OF PRODUCT RESEARCH
AND DEVELOPMENT IN HONG KONG
The procedure discussed in the previous chapter is employed
by the cigarette manufacturers in Hong Kong directly and indirectly.
A manufacturer goes through all these steps whilst the others only
do it partially. However, the steps discussed above still have
some shortcomings. Here are some I would like to make.
l. Sampling Method
In the consumer habit survey, the product test, the post-
launch study and the retail audit research, of course, not all
the cigarette smokers in the market are interviewed. Samples
are drawn so as to represent the universe. The sizes of the
samples are determined by the precisions set by the management.
According to sampling theory, the size of the samples should be
larger if we wish to obtain greater reliability.
The most efficient sampling methods are those founded on
the law of probability. This requires "random sampling". A
random sample is one chosen so that every member of the
population has a mathematically equal chance of being selected
for the sample. The method is supported by strong mathematical
basis.1 The reliability of the saxple is easily calculated, and
the sample size can be easily determined according to the required
1 Morris .H. Hanson, Sampling Survey Method and Theory, Jonn
Wiley & Sons, Inc., 1966.P. 110
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precision set by the management.2
But, as seen in the procedure of product development of the
cigarette manufacturer mentioned above, the "quota sampling"
method is employed in every stage. In the consumer habit survey,
for example, the manufacturer divided Hong Kong into three areas
(Hong Kong Island, Kowloon and N. T.) and drew samples from each
area according to factors such as the porportion of population
in each area, income level, race, sex, age and occupation. In
the product test, he drew samples according to the four existing
successful brands of cigarettes in the market. In the retail
audit research, he drew samples according to the quota controls
such as the areas, type of outlets and the size of the shops.
The quota control sampling method is not based entirely
on the law of probability, since the chances of including any
given item in the sample are undetermined. Most of the
selection process is.left to accidental features, such as the
availability of persons (or shops) and to the personal whims
of the interviewers. Users of such samples, therefore, lack
a mathematical base from which to predict the reliability of
the sample estimate or to presecribe the size of sample needed
to secure any specified degree of precision.3 The confidence
4limit also cannot be computed.
2 A formula is derived by William G. Cochran, in his book
Samling Techniques, John Wiley & Sons, Inc., 1966. P. 51.
3 D.J. Luck, H.G. Wales and D.A. Taylor, Marketing-Research,
second edition, Prentice-Hall, Inc., 1961. P. 217-218.
4 Morris H. Hanson, Sampling Survey Methods and Theory,
John Wiley & Sons Inc., N.Y., 1966.
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But, in my opinion, the method of quota sampling is practically
suitable in Hong Kong, especially for a consumption good such as
cigarettes for the following reasons:
(1) It is difficult for the manufacturer to identify the
population he wishes to sample. How does the
manufacturer know if a man on the street is a
cigarette smoker or not? How does he know all
the numbers of smokers of brand A, brand B, and
brand C in Hong Kong?
(2) Cost involved is very important in the eyes of the
manufacturers in Hong Kong. Simple random s anrp ling
method has higher costs and less convenience than
other methods of sampling.' The total cost is
estimated to be doubled if we employ a random
sampling method instead of a quota sampling method
in each survey.2
(3) The third reason lies on the co-operation of the
respondents. For example, in the retail audit
research, it would be possible to carry out an area
sample census to provide a sampling frame from which
a random sample of shops could be drawn. But this
method has one major problem- that of securing the
retailer's co-operation. The degree of co-operation
1 William. G. Cochran, Sampling Techniques. John Wiley
& Sons Inc., N.U., 1966.P. 12
2 Estimated by the Manager, Mr. West, Survey Research, H.K
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is not constant through all types and sizes of shops.
In general, the larger the shop, the lower the level
of co-operation. Consequently, the sample of
recruits would almost certainly be biased towards
the smaller shops. However, the problem of
co-operation could be overcome by the quota sampling
method which let the individual interviewer recruit
the co-operative shops within any one quota control.
1 J.E. Fothergill, The British Market Research Bureau Ltd.,
London. November. 1960. P. 14-15.
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2. Weighing of Each Factor in Product-Test
In the tabulation of the product test, the manufacturer
gives equal weighing to each factor in the questionnaire
(weight 2 for "much better" and weight 1 for "slightly better"
in the factor of tongue, mouth, throat, chest, exhale, and
money value). However, this is arbitrary. He has not
studied the relative importance of each factor in the combina-
tion in order to get the total scores. For example, the money
value ought to be considered more important than the other
factors (it is apparent among low-income groups), and it ought
to have more weights in calculating the scores.
If the factor of money value has twice the weight of other
factors (weight 4 for "much better" and weight 2 for "slightly
better"), the result of table 9 would be reversed. The "control
brand" would beat down sale A by a score of 401 to 400.
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3. Market Test (simulation)
After selecting the most preferred product by the consumer
use test, it is desirable to have a market test of the product
in a small number of experimental markets, by placing the product
on sale under realistic conditions. But all the cigarette
manufacturers in Hong Kong neglect this step. Actual sales
prove that a product will sell, although in an uncontrolled
situation. other elements of the "marketing mix," such as
advertising or pricing, may overshadow the appeal of the product
itself. Controlled sales experiements, or market tests, of
the new or improved product should be the climax of product
research and development. The processes previously described
have one defect- they do not prove that a consumer will
actually buy the product when it is packaged, branded and placed
in the store they patronize. When conducted properly, the
experimental approach ascertains this most important fact.
The 'market test' should be conducted under conditions
typical of the distribution, promotion, and other marketing
aspects of introducing the product.. During the test period,
every possible variable that might affect the results of the
test ought to be watched carefully, lest some factors other than
the product qualities under test distort the results. The test
period should be long enough to give consumers ample opportunity
to repurchase the product. Unless sufficient original purchasers
like the product well enough to buy it again, the manufacturer
cannot look forward to marketing the product at a practicable
cost of promotion.
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The market test does have its value before we proceed with
full-scale commercialization of the product. This is well
described in the following quotation:- 1
'Market testing of new products involves the trial reproduct-
ion on a small scale of the planned full-scale marketing
program for a new product. Its purposes are:-.
(1) To determine the acceptability of the new
product and the effectiveness of its
accompanying marketing program.
(2) To measure the probable marketing success
of the new program.
(3) To find out whether any significant problems
have been overlooked in planning the marketing
program."
Some manufacturers in Hong Kong assert that they do not
conduct market tests before launching a new product because
Hong Kong is too small. I think they are incorrect. Many
sub-towAms such as Tsun Wan, Tai Po, Sha Tin, have developed so
that they may be treated like independent towns within the
Hong Kong "country." It is possible to use such places to
conduct market. testing for the new 'Products. The real reason
they do not employ the market test, I think, is the cost
involved. A market test in Hong Kong has nearly the same cost
as the launching of the product. It is also difficult to
choose the right advertising media for the Market test area.
Many advertising medial, such as the newspapers, radio, are
circulated through all the areas in Hong Kong.. The market test
1 •E.J. Enright, Market Testing, Harvard Business Review,
September-October, 1958. P. 72.
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is costly as compared with the real launching.
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Chapter V
A CASE STUDY OF THE IMPORTANCE OF PRODUCT RESEARCH
AND
DEVELOPMENT TO A NET BRAND OF CIGARETTE 'FLAMINGO'
In order to see how important product research and development
is to the marketability of a new product, a survey is conducted to
investigate the reasons for the failure of a brand of cigarettes.
he brand 'Flamingo' was introduced to the Hong Kong cigarette
market in February, 1968 without paying any attention to product
research and development. The sales were satisfactory in its
introductory period of two months of two-for-one offering. The
sales decreased sharply after the first two months (Figure 2).
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Sales of the Brand' Flamingo'Figure 2.




The sample size is determined according to the formula
derived by William G. Cochran. By my own experience, about




If the confidence limit is 5 percent, the sample size
would be 364. If the confidence limit is 10 percent, the




In this survey, it is realonable to choose 200 smokers
to be interviewed. Therefore, the confidence limit lies
somewhere between 5- 10% (approximately 9%).
l William. G. Cochran, Sampling Techniques, John Wiley & Sons,
Inc., sixth printing, 1966, P. 51.
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Selection of Interviewees
Because the brand 'Flamingo' is a locally made blended
filter cigarette, the interviewees selected are those who
usually smoke the cigarettes of this kind. In Hong Kong,
the middle and lower class people, especially the latter, are
the major smokers of this category.. Therefore, most of the
people selected for interview are those who work in the factory
buildings, who live in the resettlement estates and the govern-
ment low cost housing. The smokers are interviewed on the
street, at home and in their working places. However, the
chosen interviewees are scattered within several areas in
Hong Kong Island and the Kowloon side. The New Territory
has been ignored because of time limitation. The distribution
of smokers to be interviewed is shown in Table 11:
Table 11
Distribution of Smokers Selected for Interview
Hong Kong IslandKowloon Side
No. of RespondentsAreaNo. of RespondentsArea





Total No. of Respondents= 200.
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Questions Asked
The questions asked are shown in Appendix II. All the
respondents were asked to tell the reasons why they choose a
particular brand of cigarette as their regular brands. Then,
they were asked whether they had tried the brand' Flamingo'.
Trios who had tried the brand were asked to give their favorable
and unfavorable comments on it. Those who had not tried the
brand were asked the question why they had not. Lastly, all
the respondents who had tried the brand 'Flamingo' were asked
to give their over-all evaluation of the brand. The evaluation
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14Don't know (just like it)
769
1. The total respondents are 200 smokers.Notes:














18Not a well-known brand
9Unreasonable price
78
Notes: 1. Total respondents are 75.
2. Some respondents had more than one reason.
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Table 16
Comments on The Brand' Flamingo'
No. of respondentsFavorable comments
11Good tobacco taste












13Harsh to the throat
183
213Total comments.
1. Total no. of respondents wli.o 11ad triea meNotes:
brand is 125.
2. Many respondents had more than one comment.
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Table 17









Reasons for The Failure of The Brand' Flamingo'
Out of the 125 smokers who have tried the brand 'Flamingo'
only 3 percent consider it as a good brand. 77 percent of smokers
consider it as below average (see Table 17). Of the comments
gathered from the smokers, 183 of them are unfavorable whereas
only 30 of them are favorable (see Table 16). The brand 'Flamingo'
is also named last in the list of regular brands smoked by the
locally made filter cigarette smokers (see Table 12).
The reasons for the failure of the brand 'Flamingo' can be
summarized as follows:-
(1) Uncontrolled reasons: Some smokers do not buy other brands
of cigarettes because they have gotten used to smoking one brand.
It will make them uncomfortable if they smoke other brands. Some
smokers' habits are influenced by their friends. They buy the
brand which their friends buy. These are the factors uncontrolled
by the cigarette manufacturers. As seen in Table 15 high
percentages of the reasons why smokers had not tried the brand
'Flamingo' are due to brand loyalty and the advices of friends.
(2) Controlled. reasons: There are many factors which can
be controlled by the manufacturer, such as quality, price, package,
brand name.
a. quality. In Table 16, although there are some
favorable comments on the quality of the
brand (good tobacco taste 11), pleasant
to throat 8), bad comments on the quality
have a higher score (bad tobacco taste 45,
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peppery to nose 18, harsh to the throat
13). This is the main reason that
caused the failure of the brand 'Flamingo'.
26 respondents have unfavorable commentsb. Brand name.
on the name of the brand. They said
that 'Flamingo' has no special meaning
(the meaning of the Chinese name of
'Flamingo' is 'very high' which doesn't
make sense in the minds of the smokers).
23 respondents said that the brand 'Flamingo'c. Package.
has a bad package design. The design of
the brand is just an imitation of the old
brand 'Camel,. Imitative package apparently
creates a bad image of the brand. Others
may think that the brand is low-class and
may think that it tries to imitate a
successful brand in order to get some sales.
Many smokers complain that the price of thed. Price.
brand 'Flamingo' is unreasonable when it is
compared with the same class of brands.
The average price of the locally made filter
cigarette is $0.70 per 20 pieces. The most
popular locally made brands such as 'Good
Companion', 'General', 'Marvels', are of this
kind. The brand 'Flamingo' is $0.80 per 20
pieces which is treated as unreasonable by the
smokers.
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Product Research and Development
as Related to the Failure of A New Product
By studying the reasons of the failure of the brand 'Flamingo'
it is realized that product research and development plays a very
important part in the introduction of a new product. To my opinion,
the introduction of the brand 'Flamingo' was, at least, lacking in
three steps for its development:-
(1) Consumer habit survey. As suggested in Chapter III, the
purpose of the consumer habit survey is to study the reasons why the
smokers choose a particular brand of cigarette, the smokers'
attitudes, towards different kinds of brands, what is the package
the smokers most preferred, and what price should the manufacturer
go into. In Table 13, two of the reasons why the smokers choose
a particular brand as their regular brands are 'reasonable price',
and 'attractive package' (Reasonable price is of 97 respondents,
attractive package is of 54 respondents). Therefore, the wrong
setting of price and the wrong design of package show that the
brand 'Flamingo' did not benefit from a careful consumer habit
survey before the brand was introduced. If this kind of survey
had been conducted, these wrong decisions could have been avoided.
(2) Proauct. testing. Quality is the most important reason
why a smoker chooses a particular brand as his regular brand. In
Table 13, quality gets the highest score among the reasons (good
tobacco taste 120, pleasant to the throat 114, aromatic exhale 71).
Most smokers buy their cigarettes because they like the quality of
the brands. The purpose of product testing is to find the most
preferred product of the smokers. In the case of the brand
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'Flamingo', it was obvious that little regard was given to product
testing. Most smokers who have tried the brand have unfavorable
comments on the quality.
Brand name is also very important to the success and failure
of a brand of ciagrettes. Some brands become successful.because
of their attractive brand names. For example, all the most popular
locally made filter cigarettes, such as the brand Good Companion,
Million, General, Marvels, have their attractive and meaningful
brand names. In Chinese, 'Good Companion' means 'Constant Friend'
'Million' means 'a million of gold' 'General' means 'hero'
'Marvels' means 'daily doublewhich is a word used in gambling
and has a meaning of continuous win on two games. Conversely, bad
brand names may lead to the failure of a cigarette. There is a
plain cigarette named 'Morris' which has a meaning of 'not lucky'
in Chinese. The sales is not good although many smokers say that
it has good tobacco taste. The selection of brand name is also
a part of the procedure of product testing. The manufacturer
may set up several possible brand names and have them tested by
the potential smokers. The most preferred name should be chosen
for the brand that is going to be launched. But, in the brand
'Flamingo', meaningless brand name ranks second in the unfavorable
comments (see Table 16). It seems that the manufacture has done
no work for the selection of brand name.
(3) Study of the product after launching. The most important
purpose of the study after the launching of the.new product is to
gather the comments on the product, attitudes towards the product
and image the product has amongst consumers and would-be consumers
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in order to correct the undesirable characteristics of the
product.' But, by my investigation the manufacturer of the
brand 'Flamingo' has done no correction on it although the
sales drops sharply after its introductory period of two months
of two-for-one offering. It shows that it is lack of a study
after the launching.
One cigarette manufacturer says in an interview that the
launching of a new brand is like fighting for a battle. If he
wins, he gets his rewards (profit) if he loses, he is ready to
pay for the large sum of expenses. He is wrong. He has
neglected the significant product research and development to the
introduction of a new product. The brand 'Flamingo' is an




The cigarette market in Hong Kong is big if we look at the
increasing demand of cigarettes and the per adult consumption
figures. Due to this fact, the cigarette manufacturers are busy
engaged in developing and introducing new brands of cigarettes
to the market in order to increase or maintain their market shares.
But, in the year 1967, only 2 out of 25 new cigarettes can stand
steadily in the market. Some manufacturers think that the
success of a new brand is just by luck. Many uncontrolled factors,
such as the influence by friends and brand loyalty, cause the
failure of the new brands of cigarettes. To make clear the
situation, the writer conducts a survey to find the reasons why
a new brand of cigarette 'Flamingo' fails. 200 smokers were
interviewed. The xesult indicates that factors such as the
tobacco taste, brand name, price and package are the main reasons
that cause to the failure. Apparently, all these factors are
the job of product research and development which is probably
the most rapidly expanding phase of marketing research. Success
can be expected if a good procedure of product research and
development is engaged. But, most of the cigarette manufacturers
in Hong Kong do not pay attention to this work. The only one who
follows the procedure of product research and development is unsound.
So, evaluation is made in order to give some suggestions to the
manufacturer. From the marketing point of view, product studies
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may include the broad categories of the market structure, consumer
survey responses, consumer use-test, observed consumer behaviour,
post-launch survey, and the continuous check on the product. Here
is a brief recapitulation of the steps in product research and
development applied to a consumption good, such as cigarette.
1. Make an initial inquiry of the market.
2. Make an exploratory survey of consumer desires and uses,
in order to conceive a number of ideas about the type of
product that are most needed by the consumers.
3. For the selected product type, develop technical designs
of prototype products or models.
4. Select control products to be evaluated against the test
units. These may be the company's. existing product, or
the competitors' products.
5. Select an adequate, but rather small, sample of consumers.
6. Prepare instructions and questionnaire and train field
staff.
7. Conduct the test which will be a use-test. Obtain
measurement of consumer preferences and opinions.
8. Select the most preferred product determined by the
consumers.
9. Market-test the product in a small number of experimental
markets, by placing it on sale under realistic conditions.
10. If the test clearly so indicates, proceed with full-scale
commercialization of the product.
11. Make a post-launch study in order to correct the
unfavorable features of the product.
12. Continuous check on the product.
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However, co-ordination and communication between the technical
and marketing departments involved are vital for the success of
product research and development. Effective teamwork is required




1. How many cigarettes did you smoke yesterday?
Which brands did you smoke yesterday including any given to2.
you?
when you last bought cigarettes what brand was it?3.
Which is your regular brand? I mean the brand you smoke4.
most often?
How long have you been smoking this as your regular brand?5.
Would you call your regular brand ....... mild or strong?6.
Apart from ....... (regular urana Q.4) is there any other7a
brand you buy at least oce a week?
IF YES
7b. 11hhich is your second favourite brand?
8a. Coming back to your regular brand.......... Q.4) has this
always been your regular brand or did your previously
have another regular brand?
always been regular brand .......
previously had other regular brand
8b. What was your previous regular brand,
9. Which brand of cigarette have you seen or heard advertised










10. Which brand do you think has the best advertising on cinema
1l. And which brand do you think has the best advertising in
newspapers?
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12a. Which of these brands have you heard of? (SHOW CARD)
b. Which have you tried?
c. Which have you bought?
d. (FOR EACH BOUGHT) About how many packs have you bought?
e. Apart from these brands are there any other filter brands




f. And are there any plain brands that you have bought for the
first time in the last four weeks?
IF YES Which?
Any others?
13. I would like you to tell me your opinion of ........ (name brand).
I am going to read out pairs of words. Please tell which is






















Verye) Good value at the price
Somewhat
neither/bothOR
VeryPoor value at the price
Somewhat
VeryMainly a man's cigarettef)
Somewhat
neither/bothOR







Do you think this brand is imported,h)
made in H.K. under licence from a
foreign firm or a purely local brand?
14. Does your household have a T.V. set?
Yes
No.(go to. Q. 17)
IF YES
1S. Is your set able to pick up wireless T.V.?
16. Do you think it can be adjusted for wireless T.V.?




























Squatters /huts and shacks
R.E./L.C.H. l
Room/cubicle, small flat, bed-space, servant's room
one household flat/rent exceeding $300
1 R.E. - Resettlement Estates
L.C.H - Low Cost Housing
77
APPENDIX II
1. Do you smoke cigarettes?
2. Which brand did you smoke yesterday?
3. Is it your regular brand?
(If no, go on Q.4).
4. W+rhat is your regular brand?





e). Influenced by friends.
f). Other reasons,
6.ich brands of cigarette have you heard or seen advertised
on radio, newspaper,TV, buses and trams, or at cigarette
stalls?
(Tell the interviewee a series of brand names including the
brand 'Flamingo' which is placed in the middle of the series
in order to avoid bias to the interviewee).
(If yes, go on Q.7)
7. Have you tried the brand "Flamingo"?
(If no, go on Q.8; if yes, go on Q.9)
8. Why don't you try it?
9. Have you re-purchased it after the introductory period of two-
for-one offering?
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